FRS 102 Section 9
Consolidated and Separate Financial Statements




A subsidiary is an entity that is controlled by the parent. Control is the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities.

Control is presumed to exist when the parent owns, directly or indirectly through subsidiaries, more than half of the voting power of an entity. That presumption may be overcome in exceptional circumstances if it can be clearly demonstrated that such ownership does not constitute control. Control also exists when the parent owns half or less of the voting power of an entity but it has:

[bookmark: _GoBack](a) power over more than half of the voting rights by virtue of an agreement with other
investors;
(b) power to govern the financial and operating policies of the entity under a statute or
an agreement;
(c) power to appoint or remove the majority of the members of the board of directors
or equivalent governing body and control of the entity is by that board or body; or
(d) power to cast the majority of votes at meetings of the board of directors or
equivalent governing body and control of the entity is by that board or body.

Control can also exist when the parent has the power to exercise, or actually exercises, dominant influence or control over the undertaking or it and the undertaking are managed on a unified basis.

The consolidated financial statements present financial information about the group as a single economic entity.

Intragroup balances and transactions, including income, expenses and dividends, are eliminated in full.
